I. Introduction
The plan to achieving economic growth has preoccupied the policy thrust of all countries of the world. Nigeria as a developing country suffers the consequences of low level of economic activities evidenced by low productivity. In developed economies such as United States, Britain, Switzerland, Canada etc, evidence abound of the causal relationship between financial development and economic growth. However, for developing economies such as Nigeria, there is visible evidence of financial development and economic growth pass through. Akpan, (2007) findings conforms to this statement that there is weak correlation between financial development and economic growth of Nigeria's economy. The real sector of Nigerian economy, such as agriculture, manufacturing and construction which are the growth drivers of any economy are limping whereas the financial sector seem to be growing, even though the growth is not significantly robust. Notwithstanding, researchers in this field discern strongly that financial sector development holds significantly the key to economic growth. Schumpeter (1912) McKinnon (1973) and Shaw (1973) in what is termed Schumpeter and Mckinnon-Shaw hypothesis introduced finance variable into the growth factors. Adequate quantum of finance is needed to procure effective labour resources and new technologies to increase the output of goods and services. Traditionally, economists have identified such factors as capital, labour and technology as the major ingredients that lubricate the wheels of economic growth. Thus, improvement on them propels economic activities.
Furthermore, economic theories espouse a positive correlation between financial development and economic growth. Shaw (1973) , Mckinnon (1973) Levine and Zervos (1996) , Goldsmith (1969) , Gregorio and Guiddou (1995) in a finance-growth hypothesis show convincing evidence of positive correlation between finance development and economic growth.
In Nigeria, empirical studies of Adelakun (2010), Odeniran and Udeaja (2010), Nkoro and Uko (2013), Osuji and Chigbuh (2013) and Anieken and Sikiru (2012) find evidence of positive relationship between financial development and economic growth.
However, some other studies report mixed and contradictory results on the nature of correlation. Some studies find negative relationship between finance development and economic growth. Deficiency in bank credit allocation to private sector negatively affects economic growth (Ayadi et al, 2013) and Venancio (2013) Furthermore, conflicts exist among researchers in this field on the direction of causality of the variables under study; studies of Bangake and Eggoh (2011), Ahmed and Malik (2009) echo a pass through from financial development to economic growth. On the other hand, the studies of Candida (2013); Aye (2013); Checheti (2012) , and Hurlin and Venet (2008) show that economic growth spurs financial development. Besides, Hassan and Yu (2011) finds a two-way causation between financial development and economic growth.
Nigeria has been grappling with financial repression in spite of the series financial reforms. Before SAP, interest rate was low, credit to private sector was administratively controlled and directed to preferred sectors, loans and advances were directed to special sectors. Yet, the desired impact on economic growth was minimally achieved. The post SAP financial reforms that removed government interferences in the system still did not yield the desired objective of economic growth. Worst still the policy of banking sector consolidation that should have strengthened the capacity of the country's financial system to spur investment and economic growth is yet to meet the desired target.
Despite numerous financial sector reforms since independence, the Nigerian economy as well as the financial sector still grapples with growth. The financial development indicators are uncorrelated with economic growth. For instance, in 1970 For instance, in , 1973 For instance, in , 1977 Naturally, inadequate finance is an impediment to growth, it retards economic prosperity. Financial repression affects the production of goods and services. Finance is needed to procure new technologies and skilled labour resources that boost investment and output. Nigeria's financial system through several policies has evolved overtime with modest improvement.
In another perspective, decrease in economic activity is simply referred to as decrease in aggregate output and decline in income. Given a fall in income, aggregate demand for goods and services (capital and consumer goods) declines. Nigeria's low level of GDP may have negatively affected its finance development. Given the low demand of financial instruments occasioned by high margin interest rate exacerbated by low level of capital accumulation worsened the demand for capital goods.
Moreover, an empirical disagreement about the empirical direction of causality of financial development and economic growth has impeded policy direction. Thus, effective public policy that can significantly impact on the real sector to boost the material well being of the people of Nigeria is still elusive.
Theoretical Literature
Theoretical work in this field is limited. However, attempt has been made in this study to x-ray and review some of the theories in this field to give theoretical support to the study.
Schumpter Theory of Finance Growth
The correlation of financial development and economic growth has been copiously discussed by modern economists. Bagehot (1873), Schumpeter (1912) and Goldsmith (1969) were the early economists that advanced argument on the positive nexus between financial development and economic growth. They recognized the intermediation role of the financial sector as a channel in providing investible funds for economic growth. They argue that financial provisions were critical to technological progress as well as industrialization. This is plausible because effective direction and utilization of funds for the acquisition of new technology to replace inefficient techniques of production is germane for economic growth. Candida (2013) identified the channels through which the financial sector can enhance economic growth. First the financial sector mobilizes fund from surplus spending unit and canalizes it to deficit spending unit for investment purpose. Apart from domestic saving mobilization function, the financial sector offers access to international
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Mackinnon-Shaw hypothesis of financial repression and economic growth.
The works of Shaw (1973) , Mackinnon (1973) referred to as Mackinnon-Shaw financial Liberation hypothesis argued that financial repression stifles economic growth. Lack of investible funds constraints access to physical assets and inadequate acquisition of new technologies stagnate economic growth.
Financial repression refers to saving apathy by the surplus spending unit caused by low interest rate. Low level of interest on saving discourages savers, thus reduces the volume of loan able funds for investors and reduces the acquisition of new and better production equipment for increase in output of goods and services and consequently economic growth. On the other hand, higher interest rate encourages savers to substitute the acquisition of physical asset (gold, diamond) for saving in brokerage forms. This increases the size of loanable funds required to sustain the financial requirement of the investing unit to acquire the needed technological impetus for economic growth and better living standard.
King and Levine (1993) supply -leading hypothesis.
The theory holds that causality runs from finance to economic growth. The theory also holds that financial development impacts positively on the economy. Improvements in financial sector and financial system indicators stirs-up economic activities. This is achieved through increased acquisition and accumulation of inventories, new techniques of production, etc that expand output of goods and services. Furthermore, efficient allocation of capital and attractive saving instruments stimulates mobilization of funds from surplus unit to deficit spending units.
Robinson (1952) and Kuznets (1958) demand following hypothesis.
This theory points at a uni-directional link between financial development and economic growth. The relationship runs from economic growth to financial development. Finance may expand given increases in economic activities. Economic growth spurs financial development through greater demand for financial services.
Mutual dependency hypothesis
Lewis (1995) postulates a bi-directional causality between financial development and economic growth. There is a feed-back effect between finance and growth. This implies that the development of the financial market indicators as a consequence of economic growth would in turn accelerate real growth ceteris parebus. The real sector may muster sufficient funds through household and business firms' savings that can deepen the financial sector. In the same vein, financial expansion deepens economic growth through efficient allocation and low risk investible funds to investment units.
Mutual independent hypothesis (Lukas 1988)
The theory posits that finance and economic growth may be mutually independent. Increase in finance may not propel economic growth and increase in activities in the real sector would also not induce financial development. Thus, there is no causality between finance and economic growth.
Empirical Review
There exists a large body of empirical literature in this study for both developed and developing countries as well as single -country and cross-country studies. There are two stands in this argument. Firstly, the empirical study that investigates the theoretical underpinning of the evidence of positive nexus between financial development and economic growth. Secondly, the direction of causality between financial development and economic growth.
The effectiveness and efficiency of a financial system and its impact on economic growth varies from country to country and most importantly from developed to developing economy. More developed financial systems are always common with more developed economy and vice versa. Recent empirical studies on developed countries for cross-country investigation by Zervos (1996, 1998) employed different econometric estimation technique with different data set for each work to evaluate the link between financial development and economic growth. Each research using different estimation method produces significant and remarkable results. Since, developed countries already have developed and stable financial system, their result showed strong positive relationship between financial development and economic growth. A well developed financial system remains a catalyst for a sustained economic growth. Empirical studies on developing countries by Mckinnon-Shaw (1973) in a separate and single study of South-east Asia, India and Pakistan finds a link between financial repression and economic growth, low saving shrinks economic growth; low level of financial development impacts negatively on economic growth. In a cross-country study of Lain American countries Roussean and Watchel (2005) uses data set ranging from 1960-2003 applying OLS estimation technique observes that instability in financial system and rapid liberalization affects the empirical relationship between financial development and economic growth, but note that efficient and effective financial sector produces a positive and strong nexus between financial developments and economic growth.
Estimating the Causal Relationship between Financial Development and Economic Growth in Nigeria
In the same vein, King and Levine (1993) studied 77 developing countries for a single period of 20 years (1960-1989) examined the link between financial development and economic growth. The study employs ordinary least square (OLS) estimation technique with four financial development indicators such as broad money assets in ratio to growth domestic product M2/GDP domestic money assets in deposit money banks divided by domestic assets of both deposit money bank and the central bank, private sector credits divided by GDP PSC/GDP, domestic credit to private sector divided by aggregate domestic credit, as explanatory variables. The study creates four growth indicators as the dependent variables. These include proxies such as average rate of growth in per capita GDP, average rate of growth in the capital stock of gross domestic investment. The research finds strong positive relationship between financial development variables and economic growth. Anieken and Sikiru (2012) in a study of banking sector credit and economic growth in Nigeria for the period 1970 -2008 deploys two-stage least square estimation technique finds evidence of positive relationship between financial development and growth. The study also finds a uni-directional relationship, causality runs from growth to finance development. Also, Aye (2013) , in an empirical study of the causal relationship between financial depending, economic growth and poverty in Nigeria. The study covers the period 1960 -2011. The technique of estimation is Johansen cointegration, vector error correction model and Granger causality test. The result shows evidence of unidirectional causality between economic growth and financial development, causality runs from growth to poverty conditional and finance.
Osuji and Chigbuh (2013) investigated the direction of causality between financial and economic development in Nigeria for the period 1960 and 2008. The work adopts Granger causality test statistics, cointegration, and error correction model on time series data. From the report, there is evidence bi-directional causality between finance and growth. There is mutual dependence of the variables of finance development and economic growth. Also, Odeniran and Udeaja (2010) in a study of financial sector development and economic growth in Nigeria from 1960 -2009 uses a Granger causality test statistics to determine the direction of causality. The result shows bi-directional causality between some of the proxies of financial development and economic growth. There is empirical evidence of feed-back effect of finance and growth.
The result after estimation shows that there is no link between financial development and economic growth. Ukeje and Akpan (2007) in empirical study of single -country study on Nigeria for the period 1980-2006 to investigate the relationship between financial development and economic growth, the work employed time series econometrics, The results obtained shows that there exist a strong positive relationship between financial development and economic growth. Furthermore, the result finds a uni-directional causal relationship between financial development and economic growth. The direction of causality is from financial development to economic growth. Adeoye (2007) 
II. Methodology
The study is a time series data analysis of a single country limited to Nigeria. It uses ex-post factor design which explores cause and effect relationships, where data cannot be manipulated to the desire of the researcher. The data set used for the work covers the period 1970-2012. The data is culled from Central Bank of Nigeria (CBN) statistical bulletin of 2012, Vol. 22 In this study the dependent variable is GDP, whereas the independent variables are the financial development indicators derived and suitable for a shallow financial sector as mentioned in the theoretical Literature and supported by endogenous growth model. The variables are the ratio of broad money to GDP (M 2 /GDP); the ratio of domestic investment to GDP (INV/GDP), the ratio of private sector credit to GDP (PSC/GDP), the ratio of domestic saving to GDP (DS/GDP), real interest rate (r) as well as the error term (Ut) .
The unit root test used to test the stationarity condition of the time series data to avoid spurious regression. The Augumented Dickey-Fuller (ADF) was employed to reject or accept null hypothesis (HO) of the existence of unit root. The study also uses 5 percent (5%) as the level of significance. Thus, if the p-value is less than 5% critical value, then the time series is stationary.
The annual data used for this study were standardized to the same base, except the GDP that is in million Naira, the independent variables have been reduced to ratios. The data series have been scrutinized to eliminate the influence of outliers in the series. The study also tests the long run relationship of the variables. More so, Granger causality test statistics was employed to test for the direction of pass through between financial development indicators and economic growth.
Model Specification
The Model for this work is anchored on the endogenous growth Model of Romar (1986) and Lukas (1988) which its theoretical underpinning emphasizes the role of financial development in economic growth, the production function is thus
Where K t is the capital stock at time t. A = measures the sensitivity of capital that measures economic efficiency and the level of technological progress.
Since, economic growth is a function of liquidity provision for technological progress and industrialization, the financial development indicators (broad money ratio to GDP, the ratio of domestic investment to GDP, the ratio of credit to private sector to GDP, the ratio of domestic credit to GDP and real interest rate. This is expressed in a mathematical equation below: Y = ( M 2 + INV + PSC + DMS + LD + FDI + RINT) (2) InY t = β0 + β 1 InM 2 /GDP + β 2 InDMInV/ GDP t +β 3 In LDR/GDP + β 4 In FD1/ GDP t PSC/GDP t + + β 5 In β6 In DMS/GDP t +β 7 RINT t + U t (3) Where Y = Economic growth for which GDP is used as Proxy. M 2 /GDP = Broad money ratio to GDP. DMS/GDP = Domestic saving ratio to GDP. PSC/GDP = Ratio of credit to private sector to GDP. DINV/GDP = ratio of domestic investment to GDP LD/GDP = Loan deposit ratio to GDP FDI/GDP = ratio of foreign direct investment to GDP RINT= Real interest rate . U t = error term.
III. Data Discussion
In this study, real GDP measured in Nigerian naira is used as proxy for economic growth. Real GDP was calculated with the help of GDP deflator by deflating 2010-2011 as based a year. M 2 which is broad money is currency in calculation plus demand deposit M 2 = CU + DD is obtained as a ratio of GDP, domestic saving ratio as a ratio of GDP, credit to private sector as a ratio of GDP, domestic saving as ratio to GDP, all these were obtained by dividing all the financial indicators each by the annual GDP, however, real interest rate was obtained by dividing nominal interest by inflation rate. The data for the study is taken from CBN statistical bulletin (2012).
IV. Result And Discussion

Unit Root.
Data for the period of the study 1970-2012 were subjected to stationarity test using the Augmented Dickey fuller (ADF) test statistics ( Dickey and Fuller !981). All thevariables are stationary at first difference and integrated I (1), consequently, a test of co integration was conducted to test whether there exist a long-run relationship between the variables understudy. This implies that if two or more time series are expressed to form an equilibrium relationship over the long run, even when the series are non-stationary, the will nevertheless move closely together over time such that the difference between them will be stationary. From the result of the parsimonious model presented in table 3, the result of the short-run dynamics error correction model of economic growth of Nigeria shows that the speed of adjustment from short run to long run is about 16 per cent. Also the parsimonious result which is simplified and interpretable indicates R 2 value of 0.94 which means that all the variables can explain about 94 percent of economic growth. The F-statistics value of 2470(P < 0.05) shows that the variables are jointly significant. The Durbin-Watson value is approximately 2.0. This implies that the model conforms to the OLS assumption of no autocorrelation. From the test result in table 4, there is evidence of a causal relationship between one of the financial development indicators and economic growth. There is a uni-directional causality between economic growth proxied by RGDP and financial development. Specifically, the result shows a significant pass through from real domestic saving to economic growth.
Granger causality Test
V. Conclusion
The study aims at finding the impact of financial development on economic growth in Nigeria between the periods of 1970-2012 periods. It also aims at finding the causal relationship between this variable of interest. Financial development indicators were used to determine their effects on economic growth. The empirical result shows evidence of uni-directional causality between economic growth and financial development. The relationship runs financial development to economic growth.
